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he federal budgeb Badbidaentytwdwex e€@ntghee spur s e .
Federal budget deci $si opnrsi oarlistoi eesx parseds sr e onnf gorr ec s
influence on federal policies. Making budgeta
complex process and requRecesntbad@amnmcdmige ctounrpmd
strain on the federal budget due to declining re
Subsequently, policies enacted to restrain spend
improved the budgene aruttleorotk., at least 1in the
In August 2011, budget negotiations resulted 1n

(BCA;L.23,02which contained perto vdiesfiiocnist tboy raebdouucte §$
over the next decade. Since that t i me, various 1
impact on certain *Myuypasddof itbeardne tchokes tdsp mogfd i fnegd. e r a 1
care progr amsf atnhde tbhaeb ye fbfoeacnt sg eoreemreantti ccoont i nue t o
on the federal budget and have yet to be address
form may pass on substantial economic burdens to
may consider proposals for additional deficit re
component of the legislative agenda.

This report will provide an overview of federal

changes. It wmadj pol déegcpsepoheks F¥@aotdsdined 1n

budget an e and Senate budgeandesolutio

longrm fi enges. This report will tracdk
a

1
d s
s |
and will b d s budgetary legislation mov

o o
o
o
o
o

Overview

Each fiscal year ss and the President unde
spending and revenue and to make fpolhimmprdgeoifsihs
budget cycle along with an explanation of how bu
are used to measure how legislative changes affe
these policy choi

Budget 3Cycle

A siynegalrebudget cycle takes roughly three calenda
Of fice of Management and*Thud gexte c(u@NB/)e uangteinlc ifeisn a
budget process by compiling detaitlheed Prgedsgicede mte qu

budget submission. Many agencies start working o
summatbout a year and a half before the fiscal ye¢
these agency requests. TherRsessi dvdntchsubmbtas eca &

1 For more information, seERS Report 9§21, Introduction to the Federal Budget Procgssordinated by Bill
Heniff Jr.

2 For more information on the BCA, s&RS Report R41965,he Budget ControAct of 2011 by Bill Heniff Jr.,

Elizabeth Rybicki, and Shannon M. MatemdCRS Report R4341The Budget Control Act of 2011: Legislative

Changes to the Law and Their Budgetary Effdny Mindy R. Levit

3 This section provides an outline for the formulation and execution of a budget and appropriations cycle for a fiscal
year. However, this timetable is not set in law and is often not adhered to. For more information on thef effects
adhering to “regul ar ReceniRudgetPolicy begislatidnandEvwenist i on titled
4 CRS Report 9825, The Federal Fiscal Yeaby Bill Heniff Jr.
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OMB and federal
before the f% sc

Congress typica

agencies, typically around the f
al year begins

lly begins formal consideration o

subtnsi his budget request. The budget resolution

Senat e, t hat es
resolution 1s a

tablishes the framework for subs e
concurrent froers oalfuptrioovna,l .i t i s not

Congress does mnot always complete action on a bu
in adopting, or does not adopt, a budget resolut
adope e ming ’rpersoovliiustiioonns dforentther purgpgosertain budge
time the House and Senate agreed to a budget 7r1es
resolution was agreed to on April 29, 2009
House and Senate Appropriations Yolmmgtneespamndi
discretionary spending bills after the budget r1e
Committees review agency funding requests and pr
Appropriations acts passed iblya bdoen gfroers ss pseecti ftihce pa
activities Aut horizing committees, which contro
iction over revenues also ®%lay important r

n the fi1sc
budget . Onc
t e Go

Budget Basel

Budget bas®eds na

picture. They a
projections, sl
1S 1 mportant t o
Baseline projec
resolution.

The Congression
assumptions set
resolved certai
controilomamsyrsp
the baseline 1e
2012 (ATR.A2;40 % e
individual tax
spending levels

e
e
ver nment Ac

al

y ngwkisschabmhdg OMB owve®sttebd¢the
e th

iscal year ends on the fol
ountali hodyt®O®ffice (GAO) b

O’—ba

ine Projections

@rwsedttio measure how future leg
re not meant to be predictions of
ight changes in assThptae domse caint 1
understand what projections 1incl
ions aBse bumglutdadadi t heotclbhntgh e s B

—

o
—

obhpdges ONfreamat( CB®) baseline pr
out in’Shwmdge tCoenngfreerscse menndt tlheeg iPsr
questions related to expiring t
nding over the mnext decade, ther
els under current 1 aw. More spec
additional discussion below) pe
tes and tax policy provisions.
re largelypeowdsthgaiaddcbiyonheewn

5The contents of the Presidential budget submission are governed by 31 U.S.C. §1105. For reasons why the budget
may be delayed, s€eRS RepdrRS20179The Role of the President in Budget DeveloppnsnClinton T. Brass

6 For more information, seERS Report RL3029Tongressional Budget Resolutions: Historical Informatioy Bill

Heniff Jr. and Justin Murray
7S.Con.Res. 13L11" Congress.

8 For more information on the appropriations and authorization procesSR&&eport R42388;he Congressional
Appropriations Process: An Introductiphy Jessica Tollestrup

9Many d the rules governing the baseline contained in §257 of the Balanced Budget and Emergency Deficit Control
Act, as amended, were extended or modified as part of the Budget Control Act oP2Q1111@25).
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part of the Budget RKoln£2roll2nAlc tf uvaft h2e0r 1 Imo(dBGA; ;e d b
Budget AR.tL (6BBIA%ee addition®lln daddiutsisdm nt d etl oews)e
law assumptions, macroeconomic assumptions, spec
growt h, i n ine e

However, t
historical

CBO baseline also incorporates

L

t

f1latsi,onwi laln da lisnot earfefsetc tr atthee b as el
he

ly been revised prior to the policy <ch

cert

baseline assumes that ’ss hparypnemetd wcattieosn sf oirn pMeydiicca

k

Table 1. Selected CBO Baseline Budget Projections
(percentage of GDP)

FY2013

(actual) FY2018 FY2024
Budget Deficit 4.1% 3.1% 4.0%
Debt Held by the Public 72.1% 72.6% 79.2%

Source: CBO, The Budget and Economic Outlook: 2014 to 2024, February 2014, Table |-2.

effect as scheduled in April 2015 and

t hat

t ake

be ext'fThdedrojections in dtihtei obnaasle luinncee ratlasion tcyo,n tpa
relates to future federal borrowing and healthca
technical assumptions that are used to project t
in the oulteyvétalrs .deficit

Current baseline projections show continued redu
years, from 4. 1% of GDP in FY2013 to 2.6% of GDP
percentage of GPPhedshe odiegiht iFnYi2f0glg8de ¢ s , relative t
fiscal years, are primarily due to continued 1 mp
discretionary spending, and certain assumptions
provisions WwWedowledpumdenscurcrent [ aw). This woul
slightly reduce the level of debt held by the pu
ot her words, these budget WHeofwiecvietrs, waofatfeidrc bFeY 2f0ils8c
levels are projected to rise again, reaching 4.2
FY2024. Under the baseline assumptions, budget d
over the FY2015 tDabill¥e2 0d4«. period. (See

CBO also provides projections based on altermnat:i

of s penrdeiwmmegnmendi f current policies cont.i

current law. If Medicare payment rates for

10 The BCA allows for discretionary spending todsiused for war fundingdisaster, emergency, and program
integrity spending

11 Most of these tax provisions expired in December 2013 but have been retroactively extehdazhst. Others
expire at the end of 2017. For more information,GB& Report R4312£&xpired and Expiring Temporary Tax

Provisions ( ;'byMally FESherlock@ongras Hag traditionally enacted a series of laws to override the

reductions in physician Medicare payments by adjusting the sustainable growth rate (SGR) formula. For more

information, se€€RS Report R4090Medicare Physician Payment Updates and the Sustainable Growth Rate (SGR)

Systemby Jim Hahn
12CBO, The Budget and Economic Outlook: 2014 to 20=bruary 2014, pp. 19, 22.

B3 Unless otherwise noted, budget data in this report aem tam the tables in CBOhe Budget and Economic
Outlook: 204 to 2024, February 2014.

rat
physi

b

14 Budget deficits are considered sustainable if the budget deficit as a percentage of GDP does not exceed the growth in

the economy. Generally, this implies a buddgficit of less than 3% of GDP.
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Spending and Revenue

provisions are extended, and’st lmen t pprmoantgdi sci smpse naodfi t
reduction process do not remain in effect for FY
increase in the budget deficit by more than §$2.3
including increased debt sempwirde®dc o Btyseamav ¢ rthet hd
forecast window, federal deficits are expected t
This is a result of increased outlays largely at
retirement s

Over the 1 ast four decades, on average, federal
economy (as measured by gross domestic product),
of GDP. Since FY2002, spendingrexuotedad tavbnondge
deficits Over the last several fiscal years, S P
historical averages primarily as a result of the
response to finanmyalhetwvmaoisl,. thAses thhhedgedcdonde ficit
FY2013, the U.S government spent $3.5 trillion
a budget deficit of 4.1% of GDP, the Il owest 1imba
outsl abyet ween FY1970 aoFd ghi¥2013 are shown 1in

Figure 1.Total Outlays and Revenues, FY1970-FY2013
(as a percentage of GDP)

25%

Outlays~_,

20% "-’/\\\

Revenues -~
15%

FY1970-FY2013:
Average Revenue Levels = 17.3%
Average Outlay Levels = 20.3%

10%

5%

0%
1970 1974 1978 1982 1986 1990 1994 1998 2002 2006 2010

Source: CRS figure using data from CBO, Historical Tables, February 2014.

Congressional Research Service 4



The Federal Budget: Overview and Issues for FY2015 and Beyond

Federal Spending

Federal outlays are often divided into the broad
spending, a'tDdi sncerte tii motnearreys ts.pending is controlled
appropriations acts. Mandatory spending encompas
spending controlled by lawd’Eatheéetemban pnogahmsp
Sociadr iStey, Medicare, and Medicaid make up the b
eligibility requirements and benefits for entit!]l
sum each year. Therefore, 1if ptehcel feilci gmabidlaittoy yr e q
program, outlays are made automatsi cianltleyr.e sNtet i n't
payments on the debt held by the public, of fset
government receives frol certain loans and inves
I#Y2000, total outlays equaled 18.2% of GDP. I n
Outlays have fallen since then, but remain at 1e
outlays were 20.8% of GDP. Unplreaj ¢ chtee dC BtOo blaes e 2 .n
GDP in FYg@adkows the level f federal spending a

=]
o

into ther y,i smarned aitoonray, a
as projected in the CBO baseline.

15 The division between discretionary and mandatory spending was first put into place in FY1962.

16 For more information on trends in discretionary and mandatory spendim@R&Report RL34424rends in
Discretionary Spendindy D. Andrew AustirandCRS Report RL33074andatory Spending Since 196% Mindy
R. Levit and D. Andrew Astin

"TNet interest 1is discuss e d Déficits, Debtranchintarestd et ail bel ow
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Figure 2. Outlays by Type, FY2000-FY2024
(as a percentage of GDP)

30%

I Net Interest

m Discretionary Spending

25% —

m Mandatory Spending

20%

15%

10%

5%

0%

Source: CRS figure using data from CBO, Historical Tables, February 2014 and The Budget and Economic Outlook:
2014 to 2024, February 2014, Table 1-2.

Notes: Data for FY2014 are estimates and data for FY2015-FY2024 are projections under the current law

baseline.

Discretionary spendiwgope@PBEd Im FY2013, adi 9cret
totaled 7.2% of GDP. Since FY2000, discretionary
5.3% a year, on average. Increases 1in discretion
result ofs eicnucrrietajf®aensg cinntho ng recently, the funding
American Recovery and Re iPnwLe-§)tl hdOmnt aAvcetr aogfe ,2 0fOr9o nf
FY2000 t o FsYe2 0dli3s,c rdeetfieconnary outlays grew 5.9% pe
nodefense discretionary outlays grew 4.6% per 'y
accordin

sg btaos eCIBiOne projections, discretionary sp
l] oewst level ever. Discretionary spending in FY20
projected decline in discretionary spending in t
the reductions under current law contained 1in th

1

Mandatory spending totaled 12.2% of GDP in FY20
showRi gadreMandatory spe@d9ngt ptdks®% ofi GHR. Mand:
spending levels have been elevated mainly as a r
programs. Though the economic recovery 1s expect

v
h

18 The definition of security spending has varied over tifitee Obama Administration has defined security spending

as funding for the Departmentof Defers®li 1 i t ary, the Department of Energy’ s Nati
Administration, International Affairs (budget function 150), the Department of Homeland tgeand the Department

of Veterans Affairs. Security spending has defense andlafanse components.

Congressional Research Service 6
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programs over the,ne¢ht HLewwfhscal mpgadat ory s pend
its upward trend towards the end of the decade d
As a result, under current law, CBO projects tha
FYye2 4, higher than the FY2013 Ilevel

In addition to their size relative to the econon
examined relative to each other In FY2013, ma n d
discretionaryd Spe®@di og total outlays, and net 1in
6. 4% of total outlays. The largest mandatory pro
share of Medicaid, constituted 48.0% ofyall fede
and net interest spending are project’sd to incre
share of total outlays. Mandatory spending 1is pr
discreti onsarsyh asrpee nidsi npgr o jre ctt eadt tye afra.l 1 Netto i2nm3t.elr% s
projected to rise to 14.7% of total outlays 1in F
Because discretionary stpheinrddi nogf rteoptraels efnetdse rraolu gohul
experts contend that to acshpieenvdei nsg ,g nriefd uccatnito nrse diu
mandatory spending are needed. Other budget and
mandatory spending would cause substantial disru
spending comprises ismpfoertPawmaatptabawg o ft hehebwbgedtal
recently been declining, future projections of i
still warrant further action®to restore fiscal h

Federal Revenwue

Revenue bhoatleemapopned depressed over the last few
economic downturn and certain tax relief provisi
totaled 14. 6% of GDP. In FY2013, feddar al revenue
remains below the historical average.

Policies enac'fCeochgdwrisng nthihencleld2 certainty with r
outlook. The American Taxh.aly.e€2rd)0 R ¢ i md n At ]l pfeOd
existing tax rates for most inctomomgr hwms,c hwhidlke
beginning in édhdedathge&BO2043eline, revenues a
of GDP #¥n FY202

Individual income taxes have long been the [arge
insurance (payroll) ®hndFY30pdratnadincdmel tanmes me
totaled 7.9% of GDP Socia15.i71f’/(swﬁa1mGd:DePc,dilap;01rfetV®nu

19 For more information, seBRS Report R4197®@ddressing the Longun Budget Defit A Comparison of

Approachesby Jane G. GravellendCRS Report R4177&educing the Budget Deficit: Policy Issubg Marc

Labonte

201n various reports, the Congressional Budg#fice, the Government Accountability Office, and the Administration

agree that the federal government’s budget is on an unsust
r e p or tLongilTarn @odsjderdtions”

22For more information oGRS REPERIRI2BINN @vervigwrofothe Tax Provisions in the e
Amerian Taxpayer Relief Act of 2012y Margot L. CrandaiHollick.

22 For more information, se€ERS Report RL3280&)verview of the Federal Tax Systesy Molly F. Sherlock and
Donald J. Mirples

23 payroll tax revenue has declined over the last two fiscal years largely due to a reduction in the employee payroll tax
rate from 6.2% to 4.2%, which began on January 1, 2011. This reduction expired on December 31, 2012.

Congressional Research Service 7
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income tax revenues equWdlgdddlebws %revea@DE icol F¥2060I1
between FY2Q40 asdpF¥%¥2@cted in the CBO baseline.

Figure 3. Revenue by Type, FY2000-FY2024
(as a percentage of GDP)

25%

1 All Other
I Social Insurance Tax
m Corp Income Tax

20% m Indiv Income Tax

15%

10%

5%

0%

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

Source: CRS figure using data from CBO, Historical Tables, February 2014 and The Budget and Economic Outlook:
2014 to 2024, February 2014, Table 1-2.

Notes: Data for FY2014 are estimates and data for FY2015-FY2024 are projections under the current law
baseline.

Deficits, Debt, and Interest

The annual differences between revehbec(s.and ta
outlays (i.e., spending) fAsmual ibudpet bddgeeci de
surpluses deter mine, over ti me, the level of pub
interest payments to finance the debt

Budgeti Defic

Between FY2009 and FY2012, annual budget deficit
higher than deficits®Thre amy fpedi dddgiencadeFYkq45.i
billion, o+t Me 11% wefs tGDIPe vel siimncict FY2DDEr dilThg wm

24 Most economists use t@aon federal outlays to track larger budget trends, while most program analysts use budget
authority to track changes in specific program areas.

25The budget deficit peaked at 9.8% of GDP in FY2009.

Congressional Research Service 8
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budget experts, gives an ’si nfciosnepalle tceo nvdiietw oonf btehcea
ofbfudget Phxpluwdiewmggott fitems (Social Security ber
Security payrolle tUaxSes Posltlhhd¢ tSked Ivamdgdth F Y20 Dbk
federal deficit was $720 billion.

Budget Deficit for FY2014

The February 2014 CBO baseline estimated the FY2
GDP. The decline ifiithe Eetihm¥2606d4budgmaidby the
revenues due to higher individual and corporate
to be slightly lower, as a percentage of GDP, th
Departmenteand O®Ofifiagement and Budget reported a
$483 billion?or 2.8% of GDP.

Federal De bt and Debt Limit

Gross federal debt is composed of d®bt held by t
Intragovernment amlwedle thty itshet fee demadntgover nment t
to be paid by the Department of the Treasury. Th
trust funds, such as the Social Security trust f
required by law. Debt held by the public 1is the
from the public and remains outstanding. This me
relevant in macroeconomic tdeirtmsmabrekceatuss.e 1t i s th
Changes in debt held by the public generally tra
and s u?Whleutsheesr. or mnot the movements of gross fed
held by the public depemtdscbhmngeosw. intragover nmen
Hi storically, Congress has set a ceiling on fede
The debt limit also imposes a form of fiscal acec
a vote authorizingthe dRibeasildaenntt, imxrseiagmri,ngntdhe
visible action to allow further federal Dborrowin
2013, however, three consecutive pieces of 1legis

26 From an overall budget perspective, these surplusassad to offset other federal spending, thereby decreasing the
current budget deficit while increasing the amount of Treasury securities heldSadiaé SecurityTrust Fung. Off-
budget surpluses have historically been large. However, declining sguthe Social Security Trust Funds will lead
to off-budget deficits beginning in FY2018 according to the CBO baseline.

27«Joint Statement of Treasury Secretary Jacob J. Lew and Office of Management and Budget Director Shaun
Donovan on Budget Results fBiscal Year 2014 Oct ober 1 5 httpZMwivdreasusy.gaviprésa b1 ¢ a't
center/presseleases/Pages/jl2664.aspx

28 Gross federal debt is also referred to as total debt or total public debt outstanding. Intragovernmental debt is also
referred to as intragovernmental holdings or debt held by federal government accounts.

29 An exception to this is with regard to the butégg treatment of federal credit programs where the increase in the

budget deficit can differ from the increase in the debt held by the public. This is a result of the accounting rules for
federal credit programs under the Federal Credit Reform Act of wB86eby the budgetary cost of a new direct loan

or loan guarantee is based on the subsidy cost over the life of the loan or loan guarantee rather than its net cash flow for
that fiscal year. The impact of same direct loan or loan guarantee programdebtheld by the public is based on its

net cash flow. This accounting difference was highlighted, for example, in FY2009 and FM2&iibe increase in

the deficit was larger than that of debt held by the public due to the nature of the obligatiaes! iasw result of the
government conservatorship of Fannie Mae and Freddie Mac and the TARP pifegranore information, s€ERS

Report R42632Budgetary Treatment of Federal Creditifect Loans and Loan Guarantees): Concepts, History, and

Issues for the 1#2Congressby James M. Bickley
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accompaniaead bWuntepeamipdOn which the suspension expi
suspended as a result of t hR. IT.e8n3p lotxharroyu glthe bMa rlcihmi:
203t should be noted that the debt Ilimit by it:s
gover nment The debt 1limis, aboWweée vtogr tocamnhigeddeith e
goverasmdnmances when the amouati bfngedbnatdt hdeobt
instances, the Treasury has had to take unusual
obligations, leading to inconveniend¢ a4hé emdert
of FY2013 (Septemberbj3edcgt 2t0o 31)i, mifte dwasa la pdperbd x isma
of which $11,976 bil**ion was held by the public.
Net Interest

In FY2013, the United States spent $221 billion
debt. What the govermnme mtn pmaysk eitn iinntteerreesstt rdaetpees
and composition of the federal debt. Currently,
as a percentage of GDP below the historical aver
de®BSome economists, however, have expressed conc
once the economy fully recovers, resulting in fu
projected to gradually rise ipna ytnheen tGsB O fb a$s8e810i nbei
or 3.3% of GDP in FY2024. If interest costs r11i1se
historical average
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cent Budget Policy *#Legislat

During'%heé ' 'WdRgresses, severalntesgihalvet afd eaxdteido
fiscal outlook. In August 2011, negotiations ove
enactment of the Budget Control Act of 2011 (BCA
revised this 1 aw. FiReldjetfthdAcAmorfi QOd 2T AFRA9 wa
2013 to deal with numerous ewtphbepangd sprngdiagi snb
(1 .¢e., sequesterm,cansidéeherieherthat were sched
end &f o20tlin early 2013. This combinatfiemwadf pol.i
cl Tur.ing October 2013, certain activities of th
shutdown) due to &°Skapsali moaphsdpfiihatri dbesecconc
of legislation modifying the BCA, the Bipartisan
(December 2014). It contained new discretionary
replacing the old levelactsopseaceildedchysetdei BC
bel ow.

30 For more information, seERS Report R43383,he Debt Limit Since 201y D. Andrew Austin

31 For more information, se€ERS Report R4163Reaching the Debt Limit: Background and Potential Effects on
Government Operationsoordinated by Mindy R. Levand U.S Governmenfccountability Office,Delays Create
Debt Management Challenges and Increase Uncertainty in the Treasury MaA®@t11-203, February 2011.

32U.S. Department of Treasuraily Treasury StatemenSeptember 30, 2013, Table-GlL
33 Since FY1970the U.S. spent an average of%.bf GDP on interest payments.

34 This section is not meant to address all changes in budget policy that have been enacted since 2011, but rather to
highlight some of the major legislative actions and events.

35 For more information, seERS Report RL3468Ghutdown of the Federal Government: Causes, Processes, and
Effects coordinated by Clinton T. Brass
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Budget Contrdl Act of 2011

The Budget Contr ®]| LAZJ 18ds 2dndadct( BLAgn August 2,
contavaridetay of measures intended to reduce the
FY20FY®22021 period, along with a mechanism to 1inc
provisions included $917 bill iiocom airny ssapveinndgi sn gf raonn

establishment of a Joint Select Committee on Def
further budgetary savings of at least $1.2 trildl
unable to reach ainc asgpeemndnemg ,r eadiu catuitcoommapr oces s w
FY2013. This automatic process was 1intended to r
other legislation to implement these changes.

American Taxpayer YRelief Act of 2012

As thes B@nhailt isopending reductions were set to tak

Taxpayer Relief PALt-2 4@ 2v2ak1l 3 i (ghTeRIA;i nt o 1l aw by Pr e
Jamwa 2, 2013. ATRA included a number of spending
start of the FY2013 BCA spending reductions unt.i
FY2013 BCA spending reductions implemene¢ed via t
t wo movmtrhtséh of reductions), to roughly $85 billic
nodefense. These provisions were offset by other
spending changes wunrelated tai nt huen eBnpAl d mme mtd ebde m
prevention of reductions 1in Meydeiacra reex tpehnyssiiocni aonf p
2008 f&rm bill

In addition, ATRA made a variety of changes to t
the 2001 amds20&@3 bwoah ordinary income and capit a
with taxable income below $400, 000 ($450,000 for
taxpayers with taxable income above these thresh
rose from 35% to 39.6% on the portion of their i
rate on long term capital gains and dividends 1o
personal exeuntpt@iPBP ) hamsme | i mittiatniso n( Poem siet)e niiozre & a
with adjusted gross income (AGI) above $250, 000
allowing these limitations to expire for those W
extended the tax xhamgeéiststo proerded ymodfritage t a
modified cextdnhneddtaatiacentives . “pATRAral so 1nc
the alternative minimum tax and provided per mane

36 For more information, se€ERS Reprt R43411;The Budget Control Act of 2011: Legislative Changes to the Law
and Their Budgetary Effectby Mindy R. Levit

37 For more information, seeRS Report R42884, h e “Fi scal Cli ff” and the ,American Ta
coordinated by Mindy R. LevandCRS Report R42894An Overviev of the Tax Provisions in the American Taxpayer
Relief Act of 20120y Margot L. CrandaiHollick.

38 ATRA extended certain unemployment benefits and prevented reductions in Medicare physician payments rates
through the end of calendar year 2013. It edéal the 2008 farm bill through the end of FY2013. For more information
on the current status of these programsGie8 Report RL33362)nemployment Insurance: Programs and Bengefits

by Julie M. Whittaker and Katelin P. Isaa@RS Report R4090'Medicare Physician Payment Updates and the
Sustainable Growth Rate (SGR) SystbynJim HahnandCRS Report R43078he 2014 Farm Bill (P.L. 1139):
Summary and Sidey-Side coordinated by Ralph M. Chite
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Appropriations and Government Shut dowr

On October 1, 2013, the federal goveartdmewnt aefxtpeerr
appropriations to fund many departments and agen
FY20MT4h.e funding gap and associated shutdown end

enactment of the ContinPuilnd plApPghepancat poopyvided, i
appropriations through January 15, 2014. As part
Continuing Appropri8e¢enans AgtgetdheoHgusetoaondnfer
budget resolution. On December 9, 2013, Senator
released an agreement on discretionary spending
(FY2014) tanfli thel ngxar (FY2015), which was later
Budget Act of 2013.

The Bipartisan Budget Act of 2013

The Bipartisan Bud®gdltio Acteplfadéd3a ('BB8Ation of th
automatic spending process reductions for FY2014
other deficit reduction provisions. These change
provided undeFY2BOE4 BLAdTBEY2015. Various deficit
included to offset the cost of the increased dis

Budget for FY2015

The Obama Administration reldedheediirtsg BY2 Mhs cthu d
and thonsdMaaored 10, 2918Budghe Pagsidantfor Congr e
Admini §st rvaiteiwosn on mnational priorities and policy
consideration of the FY2015 budget.

Obama Admins sFY20195nBudget

In his bWA@eS, fBresident Obama presented his pol
providing funding for VOaprpioorutsu niintvye, s tGmeomwttsh ,t harnodu g
I nitTiantcirveea,s ing infrastructure investment, and p
childhood education programs. These measures are
increase taxes and reduce other spending over th
enactment of comprehensive 1 mmigrmrsattioon erdefrard m,h et:
programs to achieve additional deficit reduction
deficit from an estimated $649 billion (3.7% of
in FY2024, averagingd2c2%eof GDP over the next

The Prresbddege¢et proposes a variety of tax and spe
initiatives discussed above, as well as other de

39 For more information, SRS Report R43124;a x Pr ovi si ons Expi ri gogMollyF. 2013 ( “Tax
Sherlock

40 For more information on lapses of appropriations,Ge8 Report RL3468Ghutdown ofhe Federal Government:
Causes, Processes, and Effectsordinated by Clinton T. BrassidCRS Report RS20348gderal Funding Gaps: A
Brief Overview by Jessica Tollestrup
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Table2. Proposed Discretionary Spending Levels in
Relative to Current Law, Before Adjustments

(% in billions)

2015 2016 2017 2018 2019 2020 2021
Current Law:
Defense 521 523 536 549 562 576 590
Non-Defense 492 493 504 516 530 543 556
President’s FY201S5
Defense 549 561 569 578 586 595 604
Non-Defense 516 525 532 540 549 557 565

Source: OMB, Budget for Fiscal Year 2015, The Budget, Table S-10 and CBO, The Budget and Economic Outlook:
2014 to 2024, February 2014, Box |-I.

NotessThe | evels | isted above for the President’s budget in

Growth, and Securi ty | n issifyicartainprogratns from discretidnay tpmandapooys a | t o r ec

spending.
In his budget, Pre®Oipdbeonmtt udb a ma Gropvd it aaamd S e c u
provide additional funding for unspecified discr
fumgi would be offset by changes to mandatory spe
FY20FHY2024 period. The additional spending in FY
decade. The largest of these pr oipeoss aalnsd ilnicmiutdien ga
total acfawadedfre¢wir ement accounts.

s are also generated from increasing the t
ions to raise revenue, making thhnges to M
ms, and enacting tax and 1immigration refor
i spending on Overseas Contingency C

=T T W
o = = ®

41 The BCA allows the discretionary caps to be adjusted for specific types of spending, the largest of which are
overseas contingency operations (OCO), disaster, and emergency funding.

20t her than the FY2015 offsets foitatheoeeiOppbetbunidegygs Goewt
which of its savings proposals are specifically intended to pay for the changes to the BCA mentioned above.
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What Do These Baselines Reflect?

s statthe addjvest ed Baseline assumes that certai
ontinued. sTha dBrees ivdemts t he Adjusted Baseline ¢
he budget deficit, and 1t is usedbuvagetheir benc

43 0CO spending is currently exempt from the BCA discretionary spending caps. Whether or not savings reducing

OCO spending from current levels should be considered savi
see Congressional Bu dCGarRropddddReductions inFuture WRelated SpendiBg Be Ysed

To Offset Proposed Deficih¢reases in Other AreasPebruary 1, 2012 and CBGapping WarRelated Spending

February 10, 2014.

44 Office of Management and Budgé,dget for Fiscal Year 201Fhe BudgetTable S2.

45 Office of Management and Budg&idget for Fiscal Year 261 TheBudget p. 153.

46 For details of these projections, see U.S. Office of Management and BBddgét for Fiscal Year 2@ The
Budget Tables Sl (Proposed Budget) andS8SBEA Baseline and Adjusted Baseline).

47 For a description of the policies includedthe various baselines, see U%fice of Management and Budget,
Budget for Fiscal Year 2G] Analytical Perspectivegpp. 381385.

48 Currently physician payment rates are scheduled to be reduced on April 1, 2014. The adjusted baseline assumes that
there will be a 0% update for physician payment rates after that date.

49 U.S. Office of Management and BudgBtidget for Fiscal Year 2@] The BudgetTableS-2.
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proposals. The Proposed Budget, however, is the
if all of the policies proposed by the President
proposal increases orondewhriecahs ebsa stehlei ndee fiisc iuts edde pae
Ultimately, the question of whether or not the a
measured by actual budget outcomes (i1i.e., whethe
futuvatei veelto today) and whether or not the budge
There are no real limits on what assumptions can
opposed to the BBEDCA baseline, whose parameters
Baeline in the FY2015 budget assumes, for exampl
eliminating the reduction in Medicare physician
policy serves to increase the sda fisit dPiatmo,p otsheids pol i
Budget when i1t 1is measured against the construct
the BBEDCA baseline, the SGR fix would increase
Administration assumesecehhat wMalldcbeemphywysacned p
levels in i1its Adjusted Baseline, at a cost of §$1
proposal does mnot increas® the deficit in the Pr
A similar methodology canumedimged orn Ovedesrata Cdi
Operations 1is being accounted for in each baseld:i
baseline assume that OCO funding will continue a
the Proposed BuidgatassthmedAdmineducati on in OCO fu
Proposed Budget allocates a reductdFor 02 t he def
period for reduced OCO costs relative to the Adj
The FY2015e Barldigteit o R

The budget committees in the House and Senate ea
receive information and testimony from various s
congressional committeesndwitdhvgmudsdikEdn oRYDOET,
Bipartisan Budget Act (BBA) contained a provisio
Committee Chairmen to fil eCosnpgernedsisnigd inankd Reeavderhdu e
be enforceable in trhents abmed gneaatn nreers alsu tai cm.n clhawe v
preclude Congress from acting on a budget resolu
filed

As specified by the BBA, levels would be filed i
agree toesobudgen for F YYTOhle5 lbeyv eApsr iwlo ull5d, i2n0cll4u.d
levels for the House and Senate Appropriations C
the discretionary spending caps (-8e5f2eln sbei)l lainodn f o
mandatory s pendi flcgonasnids treenvte nwiet hl etvheel smost recent
Congressiona?®S uBecuhd gacctt iOofnf iwoenul d be similar to pri
Senate could not reach agr etehmetnoto ké'de ctrhieo nb utdoget r
enforceable budgetary levels. In the past, deemi

50 This figure does not include related debt service cbsg. Office of Management and BudgBtidget for Fiscal
Year 205, The BudgetTableS-8.

51 The timetable established in the Congressional Budget Act directs the Senatt Gomgnittee to report a budget
resolution by April 1, and for the House and Senate to reach final agreement on a budget resolution byFpril 15.
more information on the congressional budget proces§R&8Report RS20368verview of the Congressional
Budget Procesdy Bill Heniff Jr.
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52 For more information, s€BRS Report RL31443 h e “De e mi n g BRdget knforcement Tigdly 4

Megan S. Lynch

Burgess Everett, “Patty MPoliica Februasy8 2014 e ek budget rtesoluti.
54 House Budget Committe&he Path to Prosperity: Fiscal Year 2015 Budget Resolufipnil 2014, Table SL.
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Economic Considerations

The economy still recovering from the most re
2007 to Juwmteh 2r0eOnPa.i nGr omoder ate, primarily due t

mar ket s. Mo s t nomists expect unemployment 1 at
During the io and for several suulbtsequent
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55 For mae information, se€RS Report IN101484.J.Res. 124, the FY2015 Continuing Resolytignlessica

Tollestrup
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Lonlger m Considerations

Occasional deficits, in anbdlefathemsP¢tiesitaspen
allow governments to smooth outlays and taxes to
from abrupt economic shocks in the short term, W
economy is underpdinfftoatmindhowRergi,stienmtd do gr owir
that may lead to higher interest payments and ma
consequences 1in the long ter m, including slowing
Since the deabstt ecra ntnhoatn gGDoPw ifnde finitely, large d
reduced through increases in taxes, rteductions i
The federal gostemrmmédmtdgfeac ecshalldreg ge s . Some me as 1
the long tham,inddeateurrent policy, the United
specifically as it relates to risinfiheakehld care
health care spending. Even as Comgreducanadnt he P
legislation (i.e., the BCA), legislators are see
the budget that 1is projected to grow. Therefore,
savings are requireai noablpatpatlke buwdgetheonl angut ¢
last two years, many of those deficit reduction
law baseline, deficits continue to be projected
CBO, GAO, and theeAtdmanhi sheatnonenagrmix of feder
unsustainable in BShagliagg ptopmuthatTha,natoinmbn ned wi
costs per beneficiary, may keep federal health ¢
proj e cetpetde mbnerS 2013 that wunder current policy, f
programs (including Medicare, Medicaid, CHIP, an
of GDP today to 7.6% of &GDRei 20283BEconarthi ¢ 3R6Pob
President also projected that future federal spe
significantly unde®Thowghenthebkawfprejicastisonse hig
seems probable that spending ®P bDhkesetpmegr ams W
In addition, growing debt and rising interest 71 a
future federal spending. Under current law, CBO
will grow apidly f r5%n olf. 30D Po fi nG [FPY 2t0o3d5a,y ,a ntdo 141.. -

56 Congressional Budget Officghe Budget and Economic Outlook: 2012624 February 2014, pp. 1T8.

57 Congressional Budget OfficEhe LongTerm Budget OutloglSeptembeR013, “ Suppl ement al Materi al .
58|f healthcare costs continue to grow at the same rate as GDP, as they have over the past several years, healthcare

sperding 75 years from now will be roughly equal to what it is today as a percentage of GDP. Historically, however,

growth rates in healthcare costs per capita have outpaced the growth in the economy by a significa@auacgiof
Economic AdvisorsEconanic Report of the Presidemlarch 2013 Figure 58 andp. 30.
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FY208GA® recetnetr M ofnigs cal simulations, under an a
projected that debt held by the -Watblld cWars Ial s har
historical high in about 15 years
Keeping future federal outlays at 20% of GDP, or
leaving fiscal policies unchanged, according to
in all spending other thanantéaMedobcaMddionreegi 8D
of these progTablbel Asw, s Woawext €BOHed baseline, mai
detb t o GDP fsa tlieovealt (t703d%)y t hrough FY2038 would re
permanent-i ctuer @ nt nomending or revenues OTr S ome cC
of 0.9% of GDP (or about $150 binlilnigo nt-thians FdYe2bOt1 4
GDP ratio beyond FY2038 would require additional
future debt levels relative to today, the annual
have to be larger. Febtezmamplpercanoander ofoGbPPin
the same level it was in FY2008 (39% of GDP), S P
some combination of the two would need to total
FY2014 aloneé) in each year.

Table3. Fi scal Gap Under CBO’s Extended Bas

(Percentage of gross domestic product)
2038 2063 2088

Changes in Spending and/or Revenue per Year 0.9% 1.4% 1.7%
required to ma-iofDParitin(73%)o «
n:
Changes in Spending and/or Revenue per Year 2.1%

required to lower the debt-to-GDP ratio to 2008
levels (39%) in:

Source: CBO, The 2013 Long-Term Budget Outlook, September 2013, Table B-I and pp. 10-11.

As the economic recoveorcysc onotrien wefsf,orG@o mgr ersesd umai y
reining in the debt. This wouldhaegquiange 1less spe
economic growth, or a combination of these thing
strain budgatnd ifatdabktst] evaeles are high. High detl
goversmdhexibility in meeting its obligations or
citizens. Ultimately, failing to take aoction to
future nsolvency.

59 Congressional Budget Offic&he LongTerm Budget OutlogiSeptembeR013, “Suppl ement al Material .
60 Government Accountability Office, h e Fe d e r al G eTerm Figcal ®@utlookSprind.20 18 ipdate

(GAO-13-481SP),April 11, 2013 p. 1.

61U.S. Congressional Budget OfficEhe LongTerm Budget OutlogiSeptember 201®p. 1611 and Table B

23ee Alan Auerbach and William Gale, “ThyoRdondédmi Updnrntseiyd

Tax Policy Center working paper, September 2009, availabigpat/www.brookings.edv/mediaFilestc/pagers/
200906 _fiscal_crisis_galéb_fiscal_crisis_gale_update.pdf
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Appendix. Budget Documents

CBO Document s

The Congressional Budget Office (CBO) provides d
budget and appropriations hAudgets san & akdho damiva rQu
t hat ¢ on tlaaiwn sb acsuerlriennet estimates of outlays and
issues an anal’ysbuasdgé¢tthebRresidaentwith revised b
projections. These document satciavie baeg ednedlaa yoerd iafs ta
PressdBontdget is off schedule. Bwmdlgete andmiic w,n o GE
Out [wiotkh new baseline projections.

In these documend aw 6BO®@cecdetne ascurbemtchmark to e
legistapovel p would increase or decrease outlays
estimates are not intended to predict Ilikely fut
revenues would be 1f current 1law remariyned in eff
consequences of legislative proposals and the Jo
consequences of revenue proposals.

CBO also releases other periodic publications fo
States Ilnonlhei fepmb BudagetCBEO tmowlkeks projections

of the federal budget over the next 75 years. Th
related issues that they expect wiBdleég@agrise under
Opt ivoonlsu me s , they provide specific policy option:
and revenuyesarovbeurd gae tl Owi ndow. They also provide

enacting each policy.

OMB Document s

The PrresBddgpet veomapons Vo kuBesifEettlor i cald 3 Tabl es

Anal ytical, HReprpsepnedd mxfw g dl)e me nt FTh eae eddadments 1 a
out the Admipmriosjtercattiioonns of the fiscal outlook f o1
l evperlosposed for each sf dehparfomdat sl Aigsdivoprrinoga /a tns .
Tabvekbkume also provides significant amounts of b
1962 or earlier. Al’snbBuwgeh dbentdmhai ofthehDPepa

Treasury alGvyeemeg Bowbskeh preovides further detail o
are containé&d in the budget.

6The President’s budget pr op o shitp/swwwhitthobse.godimbuThel on t he OMB
Supplemental Materials includiee Federal Credit Supplement, the Object Class Analysis, the Balances of Budget
Authority, and the Public Budget Database.

64 The Green Book is available latp://www.treasury.goveésourcecenterfax-policy/Pagesjeneral_explanation.aspx
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